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Notes of the Month 


‘Revolution’ in the Middle East 


THE tempo of change in Egypt has been quickened by General 
Nagib’s dismissal of the civil Government led by the cautious Ali 
Mahir and his personal assumption of the Premiership on 7 
September. The new Minister of State for propaganda, an 
extreme nationalist of leftist tendencies, has described the new 
Cabinet as the ‘high committee of the revolution’, a title justified by 
the arrest of some fifty political personalities which coincided with 
its formation. The Land Reform Law issued on g September 
limits estates to a maximum of 200 acres, with an additional 
allowance of fifty acres each to not more than two sons; the com- 
pulsory purchase of the surplus is spread over a period of five 
years, with interim taxation upon it at five times the normal rate, 
and the scale of compensation is estimated at under 40 per cent of 
recent market values for land. The smallholders to whom the land 
will be redistributed will repay to the State in thirty annual 
instalments the compensation paid to the landowners plus 15 per 
cent to cover the cost to the State of expropriation and redistribu- 
tion, with interest at 3 per cent per annum. Rents and crop- 
sharing arrangements are also regulated. Warnings have been 
issued that there must be no disorder in the countryside while 
these long-overdue reforms in an extremely inequitable system of 
land-tenure are carried out, for there is an evident risk of arousing 
inordinately the expectations of Egypt’s land-hungry millions. 
The beneficiaries of these reforms are to be organized in each 
village in an agricultural co-operative; and great responsibility 
will attach to the officials selected by the Ministry of Social 
Affairs to supervise the co-operatives’ handling of functions. 
hitherto performed by the estate-managers—such as the distribu- 
tion of irrigation-water and fertilizers, and the maintenance of 
specialized standards of cotton production, the mainstay of the 
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national economy. Only if the ‘revolution’ releases a public spirit 
which has hitherto been deficient does there seem much chance 
of grappling with Egypt’s immense economic and social problems. 

The formation in Syria at the end of August of a flamboyantly 
described Arab Liberation Party (Hizbu’t-Tahrir al-‘Arabi) 
followed the suspension of the Syrian political parties by the 
military dictator, Colonel Shishakli, in April, and evidently 
represents a bid for the leadership of the whole Fertile Crescent. 
In Lebanon—the most sophisticated country in Arab Asia, thanks 
to the links connecting the Christian half of its population with the 
Latin Western Mediterranean—Bishara al-Khuri, who had just 
completed his ninth consecutive year as President of the Republic, 
was compelled to resign on 18 September. Until Parliament could 
meet on the 23rd to elect his successor, authority was temporarily 
vested in a Cabinet headed by the Commander-in-Chief, General 
Fuad Shihab, who had belatedly joined those pressing for the 
President’s resignation when he realized that the Army generally 
was inclining towards the Opposition. 

This opposition began to take shape when the struggle between 
the partisans of independence and those who favoured a closer 
connexion with France was resolved by the ending of the French 
mandate. Beirut has enjoyed prosperity, at any rate for a limited 
circle of the population, not only as the port for trade between the 
West and Syria and Iraq, but as an uncontrolled clearing-house 
for those discreet financial transactions which can yield such 
profits at a time when Governments are at pains to restrict the 
movement of currency. Outside the capital the coastal strip and the 
terraced slopes of the Lebanon range are cultivated at a Mediter- 
ranean rather than a Middle Eastern standard of efficiency; but 
population-pressure on the cultivable land is intense and no longer 
relieved appreciably by emigration. The peasantry are manipulated 
politically by the big rural families and the leaders of the many 
religious sects; the large working class in Beirut (which includes 
thousands of rootless Armenians) is a fertile seedbed for Com- 
munism; and unemployment has been increasing on account of 
the Arab League’s boycott of Israel and of the independent 
economic policy pursued by the Syrian Republic. Perched on these 
deteriorating foundations Bishara al-Khuri has hitherto been the 
all-too-solid symbol, amid the virtually meaningless coming and 
going of cabinets, of the irresponsible supremacy of the mercan- 
tile, financial, and landed oligarchy of this latter-day Phoenicia. 
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The Opposition, which fought the elections of 1947 and 1951 
against substantial administrative odds, draws its leadership 
mainly from those younger members of the prominent families 
who have realized the need for reform. Kamal Janbalat (Jumblatt), 
who had resigned ministerial office to form his ‘Progressive 
Socialist Party’, had this year intensified his attacks on the 
President for his toleration of widespread maladministration and 
corruption. After the Egyptian coup d’état in July, Sami as-Sulh’s 
Government sought to conciliate its critics instead of muzzling 
the press, as previously; but its request to be granted exceptional 
powers for six months, ostensibly to carry out comprehensive 
reforms on the new Egyptian model, aroused the suspicions of 
perhaps a majority of the Parliament, and the Government dis- 
integrated. The proclamation of a general strike by the ‘Socialists’ 
on 15 September precipitated the desertion of Bishara al-Khuri by 
the politicians. The temporary head of the State, General Shihab, 
is himself identified with the ruling oligarchy, but it is doubtful 
whether he will resist the reformist politicians who at present have 
the initiative and popular support. Whether they can permanently 
reduce the arbitrary power of the oligarchs is another question. 

Before the upheavals in Egypt began in July, the General 
Election in Iraq, scheduled for the beginning of October, was not 
expected to produce much change in that country’s conservative 
parliamentary representation; but the lower middle-class ‘revolu- 
tion’ is creating such commotion in the Middle East that it would 
be rash to prophesy. Even in the isolated Yemen the ultra- 
conservative Imam was reported to have forbidden listening to 
broadcasts in coffee-houses when he learned of King Farouk’s 
enforced abdication. 


Prospects in Argentina 

Two recent events in Argentina have undoubtedly cleared away 
much of the uncertainty that has made political and economic 
forecasts so nebulous of late. The death of Sefiora Eva Duarte de 
Perén, the wife of the President, will probably be found to have 
cleared the political air; and the rains which have broken a drought 
of some two years have come just in time to avoid serious food 
shortages and possibly economic disaster. ! 

To touch on the latter subject first, the abundant, and even 


‘See “The Argentine Fagade’ and ‘Reforms in Argentina,’ in The World 
Today, January and April 1952. 
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excessive, rains over the principal agricultural regions give promise 
of agricultural recovery and improved food supplies. There can be 
no great change in grain supplies until harvest time at the turn of 
the year, and the rebuilding of cattle stocks must of course take 
longer still, but the rains have brought confidence and some 
optimism. Eventually, there is even promise of some improvement 
in foreign trade, since negotiations for meat and other exports are 
no longer pointless. 

Combined with General Perén’s much-publicized revision of 
his economic policy to favour agriculture with first-priority 
official assistance, the rains have started what promises to be a 
cycle of improvement, after five years or so of decided deteriora- 
tion. It is true that high-speed inflation is still the principal 
enemy of the General’s economic plans, but it is possible that 
abundant harvests, if they can be achieved, would help to check the 
rate of ascent. In any event, General Perén will gain considerable 
support for his reforms of policy, and he will doubtless claim 
credit for the effects of the rain as successfully as he blamed the 
shortages on the drought. Since it may fairly safely be assumed 
that such a drought will not recur for some years, it would seem 
that General Perén and his regime have survived the crisis. There 
is no apparent reason why he should not remain in power for years. 

The death of Sefiora de Perén was untimely in that she was 
approximately only thirty years old; and it has been the subject of 
some reporting distressingly in keeping with the succession of 
articles that sought to ‘glamorize’ her personality when she was 
alive. It is nobody’s desire to speak ill of her, but if her political 
significance is to be assessed it is necessary to remove certain 
false impressions. 

Within the Peronista movement there were two principal 
elements: those who supported Sefiora de Perén in all she did, 
consisting largely of the trades union leaders; and those who dis- 
approved of her activities, notably the Army and, it is said, the 
Church (both institutions in which there is little scope for the 
activity of women). Her death provides her supporters with 2 
martyr and removes a serious embarrassment from the other faction 
on whose favour the continuation of the regime may be said 
ultimately to depend. In this respect it must be said that her 
departure from the political scene was timely: and it is char- 
acteristic of her that only death could take her from her great 
vocation. 
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In some respects Eva Duarte de Perén was before her time in 
Argentina. She was the first woman ever to take a really active, 
militant part in rough-and-tumble politics in a nation which has 
always been staunchly Latin, not to say Oriental, in its conception 
of women. Part of her tremendous popularity was engendered by 
sheer amazement. She first assaulted her audiences and then 
wooed them. She also ploughed through many conventions, and 
made enemies among conventional people; but she was a person in 
whom ambition was stronger than tact, and it is doubtful whether 
she would have escaped the ultimate vengeance of those whom she 
insulted, however unwittingly. 

It is probable that in future years Eva Duarte de Perén’s 
contribution to Peronismo will be seen as negative. She destroyed 
certain restrictions and conventions, but she created very little of 
lasting value: nothing, that is, that General Perén did not have a 
hand in. General Perén is the strong, creative man. Alone, it is 
certain he will receive more whole-hearted support from the 
sectors who did not approve of the activities of his wife. Far from 
the regime being weakened by her death, it is in all probability 
greatly strengthened by the removal of a somewhat embarrassingly 
revolutionary character. Politically, therefore, as well as economic- 
ally, there seems to be no obstacle to a long spell of Peronismo. 


The New West German Co-Determination Law 


DISCUSSION in this country of the rights and wrongs of the 
return of his huge private fortune to Herr Alfried Krupp, owner 
of the greatest industrial combine in pre-war German heavy 
industry, has concentrated on the apparent cynicism of Allied 
policy, which not only freed from prison before the completion 
of his sentence, but also compensated, an ex-Nazi millionaire 
sentenced by a United States tribunal in Nuremberg. In Germany 
the principle of compensation to owners of industrial concerns 
included in the reorganization of heavy industry is accepted as a 
matter of course. Both employers and workers are primarily 
concerned with getting their industries going again. The Allies 
have, however, returned to Herr Krupp his vast fortune in cash 
and not in shares, and believe that they have made it impossible for 
him to acquire new shares in the companies into which the com- 
bine has been broken up, at least for the next five years. But lasting 
safeguards against the ‘excessive concentration of economic 
power’ in Germany can only be evolved by the Germans them- 
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selves, which gives particular interest to the efforts of the German 
Federation of Trade Unions to obtain a share in the control of 
industry. The Trade Unions claim that the achievement of the 
right of co-determination (Mithestimmungsrecht) in industry can 


prevent the rise of another dictatorship supported, as in 1933, by 


industrialists like Krupp and Thyssen. 

An earlier article in this periodical! described the Co-deter- 
mination Law of 21 May 1951 which gave to the workers in the 
newly reorganized iron, steel, and coal industries parity repre- 
sentation with the employers on the Supervisory Boards (Auf- 
sichtsrat) and a Labour Manager as an equal member of the 
Executive Board of Management (Vorstand). A further Law was 
passed on 20 July 1952. This Law (Betriebsverfassungsgesetz), 
which runs to no less than ninety-two paragraphs, applies to the 
remainder of German industry but excludes publicly owned 
enterprises, which are to be the subject of separate legislation, 

The Law defines workers’ participation in industrial manage- 
ment. Elected workers’ councils have a voice in deciding issues 
such as working hours, holidays, and wages. The provisions 
covering these apply to all concerns employing more than five 
workers, or more than ten in agriculture and forestry. In larger 
firms the workers’ councils also deal with personnel matters. 
Secondly, in firms with more than a hundred employees there are 
to be joint committees of labour and employers which meet regu- 
larly to discuss the current state of business, though the employer 
need not discuss matters which would, in his view, endanger the 
company’s trading position (Betriebs-und-Geschaftsgehetmnisse). 
Lastly, in all joint stock and also certain other companies employ- 
ing more than five hundred, the workers must elect one-third of 
the members of the Supervisory Board which, under German 
company law, appoints and supervises the Executive Board of 
Management. 

The German Federation of Trade Unions strongly opposed this 
Bill at all stages. They opposed it most of all, of course, because, 
unlike the earlier law for the heavy industries, it does not grant the 
workers parity of representation. They pointed out, too, that 
under the new law workers’ councils would have fewer powers than 
they already possess under existing legislation in some of the 
Lander. The Unions also dislike the fact that at least two of the 


Managerial Revolution in Western Germany’, in The World Today, June 
1951. 
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workers’ representatives on the Supervisory Board must be 
elected by the employees of the particular firm; their aim had been 
equal representation with the employers on the Board, two of the 


_ workers’ members to be elected by the employees of the firm, the 


remainder to be nominated by the Unions and removable by 
them. During May and June the Federation organized sporadic 
protest strikes by its 6 million members—the first strikes in 
Germany since the end of the war. The Parliamentary Opposition, 


‘the Social Democrat Party, also did their best to prevent the Bill 


being passed by the Bundestag on 20 July. On the following day 
Herr Christian Fette, the President of the Deutsche Gewerk- 
schaftsbund (the Federation of Trade Unions), declared in a 
broadcast that the passing of the law was a challenge to the 
Unions, who would see to it that the present Government is 
thrown out at the elections next year and that a revised law is 
brought before Parliament. 


























The Role of the Soviet Party Congress 


THE gap of thirteen years which has elapsed between the con- 
vening of the eighteenth Party Congress of the Communist Party 
of the Soviet Union (Bolsheviks), in March 1939, and that of the 
nineteenth Congress, to take place this October, can only partly be 
explained by the intervening war years: for even during the period 
of civil war, when the fate of Bolshevik power appeared to hang 
by a thread, Congresses were held regularly every year. From 1918 
until 1922 the rule requiring that the leadership must submit its 
actions to the verdict of the rank and file was adhered to not only 
in the letter but also in the spirit. That is to say, these delegate 
meetings debated and voted upon broad issues of policy. Thus, for 
example, the seventh Congress was convened, less than eight 
months after the sixth, especially for the purpose of obtaining the 
membership’s decision on the Peace Treaty of Brest-Litovsk. In 
August 1939 no one thought of calling a Congress to debate the 
Hitler-Stalin Pact. 

The replacement of inner-Party democracy by dictatorship of 
the leaders took place over a number of years, and one of the 
expressions of this process was the progressively lengthening 
intervals between the calling of Congresses. Up to 1925 (fourteenth 
Congress) Party statutes laid down that Congresses were to be 
annual, although the Congress of that year had already been 
delayed six months. At the fifteenth Congress—a year overdue— 
the rule was altered to read two years; but the sixteenth Congress 
did not meet until June 1930. More than three and a half years 
later the seventeenth Congress (January 1934) was convened, and 
the rule once more altered, this time to three years. Yet the 
eighteenth Congress was not called until March 1939, more than 
five years later. The rule of three years was again affirmed, only 
to be once more ignored. Now the statutes submitted to the 
nineteenth Congress propose a four-year interval between Con- 
gresses. 

Congress is, theoretically, the supreme governing body of the 
Party. Between Congresses the orders of the leadership have an 
absolutely binding force. The progressive lengthening of the 
period between Congresses means that the leadership arbitrarily 
prolongs its authority, and makes nonsense of the principle of 
democratic-centralism, allegedly fundamental to Communist 
theory. The thirteen years between the eighteenth and nineteenth 
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Congresses serve to emphasize the leadership’s dictatorship over 
the rank and file. 

The mere fact that Party delegates are permitted to gather from 
all over the country is, of course, not in itself proof of the existence 
of inner-Party democracy. This is the form only. But up to the 
twelfth Congress, in April 1923, these gatherings, and the confer- 
ences and discussions preceding them, did at least give the mem- 
bership an opportunity to influence policy. But the tenth Congress, 
in March 1921, had already marked a decisive turn in the life of 
the Party: for it was then that the so-called ‘Resolution on Party 
Unity’ was passed. 

Up to that time the natural consequence of freedom of discussion 
within the Party had been the emergence of groups or factions, 
more or less loosely knit together, representing varying viewpoints 
within the general framework of Communist principles. This was 
an essential corollary of democratic-centralism, according to 
which all questions must be submitted to the most thorough dis- 
cussion before being put to the vote. No less a person than Lenin 
admitted that ‘Of course it is quite permissible for various groups 
to form blocs (particularly before a congress; and also to chase after 
votes)’.? But it was also Lenin who moved the Resolution on Party 
Unity, which ordered the immediate dissolution of all factions 
within the Party. 

The reason for this contradiction is not far to seek. The drive 
towards suppression of all political opposition in the country in- 
evitably affected the Party itself. According to Trotsky the banning 
of opposition parties was a temporary expedient that was ‘obviously 
in conflict with Soviet democracy’.* But, since the Bolsheviks were 
determined to hold on to power with or without the support of the 
mass of the people, the situation demanding the suppression of all 
opposition was destined to be a permanent one. With all other 
parties eliminated the Communist Party became the only possible 
medium for the effective expression of political opinion. Not only, 
therefore, did it serve as the battleground for the clash of ideas 
among the Bolsheviks, it also gave others a certain avenue of 
expression. Social-Revolutionaries, Anarchists, and Mensheviks 
(Vyshinsky was one of the latter) joined the Party; some because it 
was in power, some from conviction, others in order to have a 
platform for their views. Between 1919 and 1920 Party member- 


V. I. Lenin, Selected Works (Lawrence and Wishart, 1937), Vol. 9, p. 38. 
*L. Trotsky, The Revolution Betrayed (Faber and Faber, 1937), p. 96. 
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ship rose from 313,766 to 611,978. The problem confronting the 


leadership of that time was how to preserve democracy in the | 
Party while abolishing it in the State. It could not be done. The | 


suppression of factions within the Party was simply the counter- 
part of the suppression of parties in the State. Similarly, the trials 
of Social-Revolutionaries, Mensheviks, and other non-Bolsheviks, 


beginning with the year 1922, found their counterpart in the | 


trials of the Bolshevik ‘Old Guard’ in the ’thirties. 
The resolution banning factions in the Party was aimed 
primarily at two groupings: the Workers’ Opposition led by 





Kollantai and Schlyapnikov, and the Democratic-Centralists led f 
by Sapronov, Drobnis, and others. The resolution referred to ‘the [ 
appearance of groups with separate platforms striving to separate 


themselves to a certain extent and to create their own group 
discipline’, declared all such groups dissolved and banned from 
then on, and introduced an emergency measure that was ‘not for 
publication’. This was contained in point 7, kept secret until 
Stalin made it public at the thirteenth Congress in 1924. The 
following quotation gives its main provisions: 

In order to effect strict discipline within the Party and in all Soviet 
work and to secure the greatest unity in removing all factionalism, the 
congress authorizes the Central Committee to apply all party penalties, 
including expulsion, in cases of breach of discipline or of reviving or 
engaging in factionalism; and in regard to members of the Central 
Committee to reduce them to the status of candidates and, as an ex- 
treme measure, to expel them from the Party.? 

The tenth Party Congress at which this fateful decision was 
taken met in the shadow of the Kronstadt Mutiny, which swung 
a majority of the Party into support of the general retreat on the 
economic front (the New Economic Policy). The discontents 
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evoked by the profound crisis into which the country was plunged f 


found expression in strong political opposition groupings within F 


the Party. Yet it is noteworthy that the platform of the Workers’ 
Opposition had been published in 250,000 copies for the purpose 
of pre-Congress discussion. Thus, in spite of the extremely 
precarious position of the Party at that time, a measure of inner- 
Party democracy was still preserved. 

A purge of the Party membership took place after this Congress, 
nearly one-third being expelled. A further 100,000 were expelled 
between the eleventh and twelfth Congresses. Yet no measures of 
repression in any way comparable with later years were taken 


1V. I. Lenin, Selected Works, Vol. 9, p. 134. 
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against Party members. The opposition leaders were not expelled. 
On the contrary, it was recognized that much of their criticism 
regarding the bureaucratic degeneration of the Party and of 
Government bodies was justified. Complaints of this nature were 
indeed of long standing. ‘Even at the eighth Congress of the Party,’ 
writes the Soviet historian, N. Popov, ‘. . . the question of bureau- 
cracy in the Soviet apparatus had to be raised very seriously. 
However, bureaucracy continued to grow . . . manifesting a 
tendency in individual links of the Soviet apparatus to eliminate 
altogether all contact with the masses and to replace it entirely 
with measures of external compulsion towards these masses.’? 
Lenin was more forthright. ‘Bureaucracy in our State system,’ he 
said in his political report to the tenth Congress, ‘has become such 
a sore that we speak about it in our Party programme. . . This 
sore can be removed only by . . . the toilers being able to exercise 
their rights—which at present is not the case—not only in the 
villages, but even in the towns and the capital cities. Often they are 
not able to exercise their rights even where the loudest protests 
are made against the bureaucracy.’ 

Bureaucracy in the State institutions necessarily meant bureau- 
cracy in the Party. All the successive oppositions within the 
Party had in common this accusation of the bureaucratic degenera- 
tion of the Party and the State. But the Bolshevik ‘Old Guard’, 
committed to the doctrine of the dictatorship of the proletariat in a 
country where at that time the proletariat was a drop in the ocean 
of the people, was also united on the need to preserve the dictator- 
ship of the Party. And the bureaucracy against which they 
inveighed was an inevitable accompaniment of the dictatorship 
they supported. In suppressing all voices but their own they 
paved the way for their own suppression. The dictatorship of one 
Party over the country led to the dictatorship of one man over the 
Party. 

Stalin’s power in the Party rose with the rise of the bureaucracy. 
From as early as 1919 his commanding position as Commissar of 
the Workers’ and Peasants’ Inspectorate and in the Organization 
Bureau assured him the loyalty of a host of functionaries. Towards 
the end of 1922 Lenin, stricken by the illness from which he was 
not to recover, at last awoke to a full appreciation of Stalin’s 
manoeuvres. In a letter to the Central Committee, his so-called 
" : . Popov, Outline History of the CPSU, 2 vols. (Martin Lawrence, 1935), 

ol. IT, p. 107. 
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‘Testament’, he suggested Stalin’s removal from the post of 
General Secretary, by means of which he had ‘concentrated 
enormous power in his hands’. Stalin himself, in the nternational 
Press Conference (17 November 1927), made the following ad- 
mission: ‘It is said that in the ‘“Testament” in question Lenin 
suggested to the Party Congress that it should deliberate on the 
question of replacing Stalin and appointing another comrade in 
his place as General Secretary of the Party. This is perfectly true.’ 
The very fact that one man could ‘concentrate enormous power in 
his hands’ shows how much inner-Party democracy had already 
been undermined. All the leaders, however, agreed to a conspiracy 
of silence over this “Testament’: Stalin and those supporting him 


for obvious reasons, the others because they feared for the stability [7 
of the Party. Thus the twelfth Congress was deprived of the [7 


opportunity even of hearing the “Testament’ read, let alone dis- 
cussing it. 
Already before Lenin’s death Stalin had come to an arrangement 


with Zinoviev and Kamenev to ensure that Trotsky should not [ 


succeed to the leadership. Fully appreciating the psychological 


value of investing their actions with the cloak of constitutionalism, [ 
the triumvirate took steps to ensure that the thirteenth Congress, | 


convened after Lenin’s death, should be suitably rigged. Between 
March and May 1924, some 250,000 new recruits were admitted 
to the Party, which had previously been reduced by expulsions to 


almost half its 1921 strength. In order that these new members | 


should be represented by voting delegates at the Congress the 
normal ‘waiting period’ for new members was waived. The Stalin 
faction thus made sure of obtaiming the stamp of Party approval. 

Between the thirteenth and fourteenth Congresses about 
100,000 further expulsions took place. The official reason given for 
this was the unsuitability of many of those admitted under the so- 
called ‘Lenin Enrolment’, but there is no doubt that the oppor- 
tunity was also taken of weakening the opposition still further. In 
January 1925 Stalin succeeded in forcing Trotsky’s resignation 
from the Commissariat of War, and the break-down of the agree- 
ment with Zinoviev and Kamenev followed. These two, now alive 
to Stalin’s purpose, entered into an unstable temporary alliance 
with their old enemy Trotsky. At the fourteenth Congress Stalin, 
with a nice admixture of caution and cunning, attacked Zinoviev 
and Kamenev for their extremism and posed as the advocate of 
moderation. His words are particularly striking in the light of 
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subsequent events: ‘We disagreed with Zinoviev and Kamenev 
because we knew that the lopping policy was fraught with grave 
danger for the Party, that the lopping method, the blood-letting 
method—and they demanded blood—was dangerous, contagious: 
today you lop off one, tomorrow another, the day after tomorrow 
a third—what will you have left in the Party? (Applause).’+ 

These were prophetic words. Of the seven men then composing 
the Political Bureau four were later executed, one committed 
suicide in prison, and the sixth was murdered by an agent of the 
Soviet secret police. Three other members of this body, elected in 
1927, disappeared in the purge of 1938. Another, Kirov, elected in 
1934, was murdered in circumstances that have never been fully 
elucidated. 

The fifteenth Congress, in December 1927, gave the final 
constitutional blow to the Trotsky opposition in the Party. Prior 
to this Congress Zinoviev cried out against the evils that he him- 
self had helped to nourish. ‘How did the Party act in Lenin’s 
time?’, he asked. ‘First, the Congresses were called exactly on 
time. .. Under Lenin there was never a case of the Central Com- 
mittee extending its authority for an extra year. . . The CC itself 
has prolonged its authority. . . It is calling the fifteenth Congress 
two years after the fourteenth. Prior to the Congress the CC is 
trebling the repression against the dissenters. . . Gangster methods 
of breaking up party meetings were used, especially in Lenin- 
grad. .. A whole system is involved and this system of preparing the 
Congress, that is, the system of not permitting any normal prepara- 
tion for the Congress, has, in the conviction of all, its centre: the 
Secretariat of the CC, that is the real concentration point of the 
“management” of the party.’ But all such protests, all appeals to 
‘the Leninist tradition’, were vain. Stalin’s ‘management’ of the 
Party was unshakeable. 

With the ‘Trotsky opposition expelled by the votes of the Con- 
gress delegates, Stalin had obtained the final seal of constitutional 
approval for all future repressions. Although members of this 
opposition were re-admitted to the Party, after confessing their 
sins, and although fresh opposition—the Bukharin ‘Right’ 
opposition—emerged later, future Congresses were not required to 
discuss such matters. Dissident elements were disposed of 
administratively. 


* Political Report of the CC to the Fourteenth Congress of the CPSU(B) (Mos- 
w, 1950, English ed.), p. 156. 
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The main concern of the sixteenth Congress (June 1930) was to 
launch the ‘attack of socialism on all fronts’, to prepare the cadres 
for ‘the liquidation of the kulaks as a class’, and to whip up 
enthusiasm for the Five-Year Plan. Membership of the Party had 
by then risen to 1,260,874. 

The seventeenth Congress (January 1934) was not convened 
until the worst excesses of the collectivization drive were over, 


and when a relaxation of the terrible tensions of the past years 
appeared possible. The country had somehow pulled out of the [| 


indescribable depths into which Stalin’s leadership had plunged it. 
It was necessary that the common people should put by their bitter 
resentment and in the promise of the bright future forget past 
wrongs and forgive those responsible. The Party itself hoped for a 
breathing space; but the hope was short-lived. The eighteenth 


Congress was not to be called until March 1939, when the great } 


purge had been carried out and the signal for an end of ‘the 
lopping off method’ given by the execution of the head of the 
GPU, Yezhov. Speaking of this purge at the eighteenth Congress, 
Stalin said: 

There were 1,874,488 Party members represented at the seventeenth 





Naa 


Party Congress. Comparing this figure with the number of Party [ 


members represented at the preceding Congress . . . we find that in the 
interval between these two Congresses 600,000 new members joined the 


Party. The Party could not but feel that in the conditions prevailing in 


1930-3 such a mass influx . . . was an unhealthy and undesirable 
expansion of its membership. . . It was decided to continue the purge 
of Party members and candidate members begun in 1933. . . Undoubt- 
edly we shall have no further need of resorting to the method of mass 
purges. Nevertheless, the purge of 1933-6 was unavoidable and its 
results, on the whole, beneficial. The number of Party members repre- 
sented at this, the eighteenth Congress is about 1,600,000, which is 
270,000 less than were represented at the seventeenth Congress. 

The Party Congress under Stalin does not have to decide any- 
thing, it has simply to approve what has been executed. It is, 
justifiably, taken for granted that such approval will always be 
forthcoming. 

The nineteenth Congress which opens on 5 October will there- 
fore engage in no political debates and there will be no chasing 
after votes. Many resolutions—on the war in Korea, the unity of 
Germany, and so on—will doubtless be passed unanimously, but 
there will be no clash of ideas on these issues; it will simply be the 
duty and pleasure of the delegates to approve the line laid down 

1 Joseph Stalin, Leninism (Lawrence and Wishart, 1940), pp. 648-9. 
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_ from above. But it is evident that world affairs are entirely second- 


ary at this Congress, the main purpose of which is to launch the 
fifth Five-Year Plan. It is an important purpose. 

Pre-Congress articles published in Pravda and other papers 
reveal the two main concerns of the leadership. On the one hand 
there is the problem of the most efficient use of the country’s 
economic resources, the raising of labour productivity, the ex- 
pansion of the labour force, and so forth. On the other hand there 
is the problem of inspiring the workers with enthusiasm for ‘the 
construction of Communism’; and this is the task of the Com- 
munist Party member. He is looked on as the man who, as it were, 
goes round with the psychological oil-can lubricating the bearings 
of the complex and cumbersome bureaucratic State apparatus. In 
accordance with paragraph 3(d) of the Party statutes, he ‘strength- 
ens day-by-day contact with the masses’, ‘responds in good time 
to the needs and requests of the workers’, and ‘explains to the non- 
party masses the meaning of the party policy’. He is, in theory at 
least, the watchdog against every kind of abuse, the exemplar and 
the inspirer of enthusiasm for greater constructive efforts by the 
people. But in order to inspire, the Party member must himself be 
inspired. This is the essential purpose of the nineteenth Congress, 
which is a publicity campaign cum revivalist meeting, aimed at 
raising the morale of the local Party leaders and rousing them to 
the highest pitch of zeal and enthusiasm, in the expectation that 
they will return to their localities with renewed faith, com- 
municating their fervour to the rank-and-file members, and 
thence spreading some measure of it among the masses. 

In its particular purpose of reviving the flagging ardour of the 
Party ‘activists’ the nineteenth Congress will no doubt be success- 
ful. The value to the regime of this hard core of pioneering en- 
thusiasts with an eye well open to the main chance needs no 
emphasis. But whether these ‘activists’ will be successful in 
persuading the ordinary working men and women is another 
question. Successive Five-Year Plans have promised so much for 
so long that the tale must be getting a trifle stale. The Soviet 
worker does not greatly differ in this respect from the worker 
elsewhere, and the role of the Party member as pace-maker in the 
workshop is not calculated to make him much loved. Perhaps that 
is why a pre-Congress article published in Pravda bears the title 
‘Raise the Prestige of the Party Member!’ 

H. D. 














Some Problems Facing Denmark 


Up To the beginning of the last world war the average Briton’s 
feelings for Denmark were rather akin to cupboard love: it was the 
country which supplied him with some of his butter, bacon, and 
eggs. To this day the British press, as far as Denmark is concerned, 
confines itself almost entirely to reports on the progress of Anglo- 
Danish trade conferences, and it is therefore not surprising if some 
people in Britain tend to blame the Danes for any reduction in 
their meagre butter or bacon ration—not to mention the solitary 
egg which puts in its weekly appearance. Nevertheless, since the 
end of the war a growing number of British citizens have turned 
their thoughts towards Denmark as a country in which to spend 
a holiday. The Danish island kingdom is indeed a holiday paradise, 
where British visitors are received with genuine warmth and 
hospitality, because, as the Danes like to reiterate, “You fought for 
our freedom too’. Their generosity frequently means personal 
sacrifice, for even in Denmark, which Britain is apt to regard as the 
land of plenty, there is still some food rationing, for instance of 
sugar and coffee, and the increased income of the average Dane 
does not keep pace with the steadily rising cost of living. But there 
are other more important problems, political as well as economic, 
facing the Danes today, and it is with these that this article 
proposes to deal. 


THE GOVERNMENT, FOREIGN POLICY, AND DEFENCE 


After the General Election of 1947 the Liberal Venstre (Farmers’ 
Party) minority Government, which had been in office ever since 
the first post-war elections in the autumn of 1945,! was followed 
by another minority Government, this time formed by the Social 
Democrats, the largest single party in the Rigsdag: in the Election 
both Venstre and Social Democrats had gained seats at the expense 
of Conservatives and Communists. During its three years of office 
the Social Democratic Government was faced with serious dif- 
ficulties, especially in the field of foreign affairs, as it was in that 
period that Denmark joined the North Atlantic Pact. With the 
exception of the former members of the old Resistance Movement, 
who were wholeheartedly in favour of this course, the average 
Dane, and certainly half the Social Democratic Party, would have 
preferred to see an inter-Scandinavian Defence Alliance as pro- 


1 See ‘Denmark Today’, in The World Today, November 1947. 
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posed by Sweden. When the United States refused military aid to 
such an alliance it was largely due to the efforts and the strong line 
taken by the then Prime Minister, M. Hedtoft, that Denmark 
followed the Norwegian rather than the Swedish lead. Had any 
other Government been in power it seems doubtful that effect 
would have been given to this decision as smoothly as was actually 
the case, and M. Hedtoft’s statesmanlike appeal to his party and to 
the country should therefore always be remembered to his credit. 
When in due course the motion authorizing Denmark’s entry into 
the North Atlantic Alliance was put to the vote on 24 March 1949, 
the Lower House passed it by 119 votes to 23 (Radicals, Com- 
munists, four Henry Georgists,' and one Venstre member voting 
against), while the Upper House accepted it by 64 votes to 8, only 
the Communists opposing. A suggestion by the dissenting parties 
that the question be submitted to a plebiscite was turned down. 

During the period following this decision the Government was 
faced with its inevitable economic repercussions. Although as a 
whole the country was agreed upon the necessity of considerably 
strengthening its defences, opinions were sharply divided as to 
the means by which that increase should be financed, and in 
August 1950 these differences of opinion led to the resignation of 
M. Hedtoft’s Government and to a General Election. More than 81 
per cent of the electorate went to the polls, and the results, which 
incidentally were affected by a new Election Act which came into 
force in 1948", were particularly interesting, since they brought 
about considerable changes in the relative positions of the main 
parties, as can be seen from the following figures: 

THE DANISH LOWER HOUSE TODAY 


1950 Election 1947 Election 


Social Democrats 59° 57 
Radical Liberals 12 10 
Conservatives 27 17 
Liberal Venstre (Farmers) 33 49 
Henry Georgists 12 6 


Communists 

The results of the elections led to an impasse. Attempts by the 
Social Democrats to form a coalition, or some kind of three- 

1 Single Tax Party. 

* The Act laid down that no party could claim more seats than its total poll 
warranted, any seats in excess being allotted to parties which would otherwise 
be under-represented. 

* This gain was directly due to the operation of the new Act. 
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cornered Goveinment, proved unsuccessful, and in the end they 
continued their minority Government. Their attempts to pass the 
Bills previously proposed for the financing of defence were no more 
successful than they had been prior to the elections, and six weeks 
later the Government was again defeated. After some efforts to 
reach a broader Governmental basis which would have included the 
Social Democrats, M. Eriksen, leader of the Liberal Venstre, com- 
bined with the Conservatives to form a Government which is still 
in power today. Among the men who joined the new Cabinet were 
the Conservative leader M. Ole Bjorn Kraft as Foreign Minister 
and the Liberal Venstre Professor Torkil Kristensen as Minister 
of Finance. The latter may well be described as one of Denmark’s 
greatest politicians, at least among the right-wing parties (another 
outstanding politician of today, Mr H. C. Hanssen, the Social 
Democratic leader’s right-hand man and Minister of Finance in 
the outgoing Government, seems to have made himself felt more 
since he has been out of office). It is difficult at any time for a 
Minister of Finance to gain general popularity, and Professor 
Kristensen is no exception to the rule; but though the austerity of 
his outlook does not tend to make him popular, the breadth of his 
political views and the unswerving courage of his economic policy 
recall the late Sir Stafford Cripps. Denmark is indeed fortunate in 
her present difficult situation to have a man of his stature in 
economic control. The programme of taxes, loans, and forced 
savings which he submitted to the Rigsdag on assuming office was, 
if anything, more gloomy than that proposed by his Social Demo- 
cratic predecessor, but on 24 November 1950 his defence tax Bill 
was passed, with Social Democratic support, while other Bills were 
accepted shortly before or afterwards. Since then, despite the need 
to impose on the unfortunate taxpayer further heavy taxes in 
connection with defence, the Government has managed to hold its 
own, largely through the continued support of the Social Demo- 
crats who, while unwilling themselves to resume office at present, 
acknowledge the necessity for a strong defence. 

Under the new defence scheme, which incidentally is similar to 
that operated in Sweden, Denmark is divided into eight military 
regions so as to render her forces more independent of one another 
in case of enemy airborne landings. A law passed in January 1950 
provided for three commands, for the Western Provinces, the 
Eastern Provinces, and the island of Bornholm, all under the con- 
trol of, and responsible to, the Chief of Defence. Another Bill ar- 
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ranged for a joint Defence Ministry and for the abolition of the old 


' Ministries of War and Marine. A separate Air Force, on a par with 
the Army and Navy, was also formed. The newly-created post of 
‘Chief of Combined Forces’ has been entrusted to Admiral 

Quistgaard. The new Defence Law is based on the principle that 
‘the Government, through the Minister of Defence, retains 


responsibility in military matters. In January 1951 Denmark 
demonstrated her willingness to collaborate militarily with the 
Western Powers outside the country by ratifying the decision to 
place Danish forces in Germany under General Eisenhower’s 
command, and by passing the Bill approving her adherence to the 
common defence force under the North Atlantic Pact. She is also 
rendering humanitarian aid in Korea. Before the summer recess of 
1951 the Rigsdag also accepted with an overwhelming majority 
two Bills amounting to 500 million kroner (about £25 million),? 
covering the cost of the defence scheme for three years. Although 
at that time it was felt that an increase in the service period from 
twelve to eighteen months was not yet feasible, a Bill providing for 
the longer term of service was passed only three months later, 
though with the proviso that owing to lack of officers and barracks 
it would not take full effect until 1953. By the end of 1952, accord- 
ing to a statement by the Foreign Minister, Denmark will have a 
field army of 100,000 men, a naval force of 25,000, a local defence 
force of 15,000, and a Home Guard of 50,000. 

The Danish people and their Government are bound to share 
the international apprehension at the tense relations between 
West and East, but the nation is concerned chiefly with its internal 
affairs and there are few signs of foreign political difficulties apart 
from disagreements on foreign trade relations, a subject which 
falls outside the scope of this article. Her membership of the North 
Atlantic Pact has given Denmark a certain sense of security, as has 
her own increased defence, and such incidents in the international 
field as may affect her do not therefore create undue concern. As an 
example, the dispute with the Soviet Union on the limit of Soviet 
territorial waters may be cited, a dispute in which Denmark 
joined with Sweden in opposing a Soviet claim to a twelve-mile 
limit. The matter has not yet been settled as the U.S.S.R. has so 
far refused to submit the question to international jurisdiction. 


‘Early in 1952, in response to a request from N.A.T.O., Denmark agreed 
further to increase her military expenditure by 40 per cent, the necessary funds 
to be provided by increased customs duties which are estimated to produce some 

.r. 100 million. 
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However, lest the population should become too lethargic and fail 
to remain aware of the importance of Denmark’s membership of 
the North Atlantic Pact and the obligations accepted under it, an 
‘Association for Information concerning the Atlantic Pact and 
Democracy’ was formed by leading Danish citizens in December 
1950. This very active body publishes political pamphlets and 
monthly ‘Democratic Letters’, which, inter alia, draw attention to 
important books on these subjects. The letters are distributed all 
over the country. The Association also spreads information 
through films and lectures. 

Denmark’s relations with her overseas possessions have been 
marked by substantial changes since the end of the war. A Bill 
extending home rule to the Faroe Islands was passed in 1948, and 
the Islands’ local elections in 1950 resulted in a victory for the 
parties supporting Danish-Faroese collaboration. Relations with 
the island of Greenland, a Danish colony, have also undergone 
fundamental alterations. For centuries Denmark held a state 
monopoly over all Greenland trade, the so-called “Gronland 
Styrelse’. In 1946 a five-year plan was drawn up which aimed at 
more rapid economic development of the island, while still main- 
taining the monopoly. But developments proceeded more quickly 
than was anticipated, and early in 1950 eight Bills providing for a 
more effective administration were passed. Under these measures 
Greenland is administered by a Governor, democratically elected 
bodies have greater authority, and the State monopoly is liqui- 
dated. A ‘Royal Greenland Trading Company’ operates in the 
Same manner as any other trading concern, but a law reserves the 
right of establishing and operating export undertakings to Danish 
subjects and firms only. Last year a ‘Nordic Mining Company’ was 
formed for the exploitation of lead discoveries in Greenland. Of 
the 15 million kroner provisional capital, 274 per cent will be taken 
up by the Danish State, 274 per cent by Danish concerns, and the 
balance by foreign companies, i.e. by the Swedish Boliden and the 
Stora Kopparberg mining companies and by Frobisher Ltd, the 
Canadian mining company. 


HOME AFFAIRS AND SOCIAL CONDITIONS 
Though the Danes, in common with other nations, suffer from 
the economic and spiritual effects of world-wide unrest, the situa- 
tion in Denmark today compares favourably with that of most 
other European countries. Wages are high and there is relatively 
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little unemployment, and the average Dane, although he clings to 
his grumbles, has settled down to a life which compares not 
unfavourably with his existence before the war. At the moment 


there are three Bills before the Rigsdag which, if passed, will pro- 


duce some changes in the Constitution and political structure of 
the country and will necessitate a plebiscite and two General 
Elections, all within about twelve months. A proposal to abolish 
the Upper House, already unsuccessfully submitted to a plebiscite 
before the war, has been revived; there is a proposal to lower 
the voting age; and the law governing the Royal succession 
may be changed to enable the King’s eldest daughter, Princess 
Margarete, to succeed. If the present Rigsdag passes these Bills, and 
if it is agreed that they shall all form the subject of one plebiscite, 
that plebiscite will be held next spring. Should it be in favour, a 
newly elected Rigsdag must again pass the Bills. This approval has 
to be followed by another General Election to form a single- 
chamber Rigsdag. Thus the Danes may be facing a lively time 
during the next twelve months and may have plenty of opportunity 
of expressing their political views. Informed opinion believes that 
little real interest is felt either in the abolition of the Upper House 
or even in the lowering of the franchise age, but there seems to be 
some desire for a change in the law of succession. 

While during the ’thirties there was some apprehension that the 
Danish population might decrease to the danger level, a complete 
reversal of the position occurred during the second World War. 
Recent figures indicate that the large number of births during and 
immediately after the war was not transitory but still continues. 
Practically all citizens benefit by social legislation. Any person 
residing in Denmark is entitled to public relief, its most important 
aspects being aid to the sick and aged, to invalids, and to the 
unemployed. In general relief is based on the insurance principle, 
beneficiaries having themselves to pay contributions, but such 
contributions represent only a small part of the State expenditure 
in this connection. In 1949-50, for instance, expenditure on social 
relief totalled 1,176 million kroner, while contributions amounted 

) not more than 207 million. The individual citizen is free to 
decide whether or not he wants to join a health insurance society, 
ut membership of such a body is a condition for the receipt 
{ old age or disability pensions. Anybody who has been a member 
{a health insurance society, either as a regular or a contributory 


hanges in the Constitution must be passed by two separate Rigsdags. 
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member,’ is entitled from the age of sixty-five, or sixty in the case 
of women, to a certain monthly pension subject to a means test and 
depending on place of residence, amounts being higher in the 
capital and lowest in country districts. In Copenhagen this pension 
also includes special benefits such as free fuel, etc. At present 
250,000, or 6 per cent of the population, draw old age pensions, the 
cost of the system amounting to over 4 million kroner, all defrayed 
by State or municipalities. Unemployment insurance is voluntary, 
but unemployment insurance societies receive considerable contri- 
butions from the State and the municipalities and from employers, 
and they also co-operate with the Federation of Trade Unions. 

Practically the whole of the working population is enrolled in 
one or other of the 3,541 trade unions, which today have a total 
membership of 656,406. While several organizations remain 
outside the Federation, the movement as a whole is even more 
widespread than in the United Kingdom. Thus, for instance, the 
Union of Commercial and Clerical Employees, established as early 
as 1900 with 700 members, had by 1952 reached the respectable 
total of 66,660. 


THE SOUTH SLESVIG QUESTION 


The Danes refer to their own country as ‘a little land’, but they 
are proud of it. They can look back upon a history in which tor long 
periods they played a leading part in the north and owned huge 
tracts of land on either side of the present frontier. At one time, 
under their Queen Margarete in 1389, the three Scandinavian 
States were united under the Danish crown. As a consequence, 
Danish-speaking and Danish-minded people are found outside the 
Danish borders. It is only a memory today in the southern 
Swedish provinces that ‘once upon a time’ they belonged to Den- 
mark, but among the Danish minority in South Slesvig, the 
‘second zone’ of the plebiscite which followed the first World War,’ 
there are still many who look with longing towards Copenhagen as 


1 Nobody whose income exceeds the average annual income of a workman, 
i.e. Kr. 10,000 at present, is entitled to share in benefits granted by health 
insurance societies, but he can become a passive member entitled to transfer 
to the active list if his economic circumstances change. Also he can join the 
so-called ‘Health Insurance Association’ which functions on strict insurance 
principles. 

2 See The World Today, November 1947, loc. cit. Under that plebiscite the 
‘first zone’, North Slesvig, voted for return to Denmark, while in the ‘second 
zone’, South Slesvig, 75 per cent voted to remain under Germany. 
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their historical capital, and in Denmark itself there are quite a 
number of citizens who would gladly see the ‘second zone’ 
embodied in the Danish realm. 

The official Danish policy under both M. Hedtoft’s and M. 
Eriksen’s Governments has remained as outlined in the Danish 
Notes of 16 October 1946 and 31 January 1947: that ‘no proposal 
concerning an amendment of South Slesvig’s national status 
would be entertained’, but that it should be left to the minority 
themselves, should they so desire, to raise the question of the 
exercise of their national self-determination. But the Danish 
Government promised to aid ‘Danish-minded’ citizens south of 
the frontier to gain full cultural and economic opportunities and 
secure political equality with the resident German population. 
This promise sounded satisfactory on paper, but it has in fact 
proved somewhat difficult to implement, since its realization must 
to a great extent depend on the West German Government’s 
readiness to co-operate, and this again must at least in part 
depend on the attitude adopted by the Danish minority. To the 
outside observer it appears today as though the Danish Govern- 
ment’s promise and the Kiel agreement of September 19491 
have encouraged this minority to adopt at times a slightly provoca- 
tive attitude towards what is after all the Government to which it 
owes allegiance. Prominent members of the German minority in 
North Slesvig (the ‘first zone’ under the plebiscite, which was 
returned to Denmark) submitted a declaration of loyalty to the 
Danish crown when they were free to do so after the last war, and 
this declaration was in due course confirmed by the whole of that 
minority. No such step was taken by the Danish minority vis-a-vis 
the Bonn Government. On the contrary, this minority made it 
quite clear that it wished to join Denmark, i.e. to bring the ‘second 
zone’ under Danish rule, and it tried to obtain more privileges 
than it could rightfully claim. A British Note of 8 December 1947, 
addressed to the Danish Government, pointed out the dangers of 
this policy. Political parties in Germany, the Note said, had not 
only rights and privileges but also duties and obligations. If the 
demand of the Danish minority (which the Danish Government 
at the time supported) for the South Slesvig Association to be 
recognized as a political party were accepted, it would become 
quite improper for such a party to continue to pursue a policy 


‘i.e., a declaration by the Land Government of Slesvig-Holstein dealing 
with the position of minorities. 
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which advocated the transfer of a part of what was in fact German 
territory to the sovereignty of another State. 

Far be it from the writer to assert that the German Government 
and the local South Slesvig authorities are entirely free from 
blame. There appears to have been a certain amount of petty dis- 
crimination against the minority, and the authorities apparently 
forgot that attempts to suppress a cultural movement tend to 
strengthen it. But the impression is also gained that if only the 
Danish minority would take some steps to make it clear that, while 
desiring to retain their Danish cultural inheritance, they recognize 
that politically they owe allegiance to Germany, much goodwil! 
would be created and any desire for discrimination against them 
might disappear. At the moment the minority seems to be doing 
something of a disservice to the country it claims to love, since the 
Danish Government’s efforts to carry out its early promises! 
may well be interpreted by the German Government as un- 
warranted interference—an interpretation which may not only lead 
to strained relations between the two countries but may also 
justify similar interference by the German Government in North 
Slesvig. Danes who live far from the frontier and do not know the 
atmosphere there, merely regarding their countrymen south of it 
with a mixture of pity and sentimental affection, handicap their 
own Government’s attempts at shelving this unfortunate question. 
But the Germans may well regard the Danish minority’s very 
insistence on a future plebiscite as proof of its unwillingness to 
accept the present political situation, and this miust invite dis- 
crimination. Moreover, if such a plebiscite took place, and if, 
which seems most unlikely, it produced a majority in favour of 
Denmark, it might lead to another ‘Sudetenland’ problem, this 
time within the Danish frontiers.? Any Dane, wherever he lives, 
who desires a change of frontier might recall the attitude adopted 
towards this vexed question by two of his greatest countrymen of 
recent years: Christmas Moeller, who after the last war sacrificed 
his whole career to his belief that ‘the frontier must stand firm’, 


1 A large number of Danish schools are financially supported by the Danish 
Government, and a German speaker in Flensburg recently claimed that the sums 
at present expended by Denmark on the minority amounted to a total of 2! 
million kroner. 

* The minority alone cannot achieve such a result; but the attitude of the 
enormous number of ‘Heimatsvertriebene’, ‘Ostvertriebene’, and other refugees 
is less easy to judge and might depend on the economic advantages they hoped 
to gain. But as they have neither historical nor sentimental ties with Denmark, 
their attitude might change at any time should greater advantages attract them 
back to Germany. 
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and H. P. Hanssen, who was responsible for drawing the present 
frontier. The Danes erected statues to their memory, but they 
would also do well to bear in mind the words of H. P. Hanssen: 

I deeply feel the tragedy that our old historical frontier does not 
correspond with our present national border. I also greatly deplore that 
some of our countrymen are left south of the frontier. But there is for 
me no other policy than that demanded by the future happiness of my 
people, the common weal of my country. There is so much talk about 
responsibility. I would have felt deeply responsible if after 1918 I had 
fought for a policy which now I found was mistaken. But I gladly 
accept responsibility for the policy for which I did fight. It has resulted 
in a solution of the frontier problem which I am fully and firmly con- 
vinced is the best, the safest, and the happiest for our nation and for 
our country. The judgment of this policy I confidently leave to 
history.? 


A. H. H. 


Trieste 
Background to a Deadlock 


AFTER a period of relative quiessence, Trieste became front-page 
news in the spring of this year, when disturbances on the fourth 
anniversary of the tripartite declaration advocating the Free 
nae return to Italy reminded the outer world that neither 

hat declaration, nor the peace treaty provisions on Trieste which 
it aimed at modifying, have yet been implemented. Now Trieste is 
coming into the news again. On 1 September the reorganized 
administration of Zone A was inaugurated, with the increased 
Italian participation which was decided on at the London Confer- 
ence last May following on the March disturbances. But a much 
more cogent reason for the new interest now being displayed i in 
this tiny territory in a remote corner of the Adriatic lies in the 
growing realization that, within the framework of defensive 
alliances developing under NATO, Trieste constitutes a vulner- 
able gap in the strategic line running from the Dardanelles to the 
Elbe. The all-too-familiar “Trieste problem’ has, in fact, entered a 


' Graense Sporgsmaalet, by H. P. Hanssen. 
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new phase: while still a burning domestic question between Italy 
and Yugoslavia, it can now be seen also as part of the much wider 
issue of consolidating the Atlantic alliance in the Mediterranean 
sector. Thus recent weeks have witnessed an outburst of diplo- 
matic activity in connection with this still unsolved problem, with 
conversations during August between the Ambassadors of the 
Western Powers in Yugoslavia and Marshal Tito, visits from Mr 
Pace, the United States Army Secretary, both to Belgrade and to 
Rome, and Mr Eden’s visit to Yugoslavia towards the end of 
September. 


THE STILL-BORN FREE TERRITORY 

What has been happening during the past five years in this 
small territory, no bigger than the Isle of Man? Outlined on paper 
in the Italian peace treaty of 10 February 1947 and theoretically 
to come into existence shortly after its ratification six months 
later, it has in fact remained an abstract conception ever since. 

It is not possible within the space of this article to go into the 
complex question of Italian and Yugoslav claims in the Venezia 
Giulia region, which the peace treaty thus attempted to solve.! 
The mixed character of the population, predominantly Italian in 
Trieste itself and in some of the other coastal towns, predominantly 
Yugoslav in the hinterland, makes it difficult to settle the question 
on ethnic lines; and while to Italians the Jtalianita of the whole 
region, and of Trieste in particular, is a matter of profound 
patriotic sentiment, the situation after the war was aggravated for 
Yugoslavs by their recollections of Italian oppression of the 
Slovene minority during the Fascist period. 

It must suffice here to recall that under the peace treaty the 
Statute of the Free Territory (Annex VI of the treaty) was to 
come into force with the approval of the Security Council of the 
United Nations after the appointment of a Governor, who was to 
‘assume office at the earliest possible moment after the coming 
into force of the treaty’. But in the event a situation arose which the 
framers of the treaty had not foreseen: the Western Powers and 
Russia found it impossible to agree on even the initial step of 
choosing a Governor. Thus the few applicable clauses of the 
‘Provisional Regime’,? originally designed to cover the brief 


1See ‘The Venezia Giulia Question’ and ‘The Draft Treaties of Peace: 1. 
The Italian Treaty’, in The World Today, October 1945 and November 1946. 
* Annex VII of the peace treaty. 
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interim period between the appointment of a Governor and the 
coming into force of the Statute, have had to do duty for five 
years. These clauses state that (1) pending the assumption of 
office by the Governor, the Free Territory was to be ‘administered 
by the Allied military commands within their respective zones’ 
(Art. 1); (2) troops stationed there were not to exceed 5,000 for 
each of the occupying Powers, the United Kingdom, the U.S.A., 
and Yugoslavia (Art. 5); (3) existing laws and regulations were to 
remain valid (Art. 10); and (4) pending the establishment of a 
separate currency regime the Italian lira was to continue to be legal 
tender within the Free Territory (Art. 11). 

‘Within their respective zones’: this is as near as the peace 
treaty ever comes to actual mention of the ill-fated Zones A and 
B of the Free Territory which have since hardened into two bit- 
terly contended units within a hypothetical State. They are, in 
fact, a legacy of the demarcation agreed upon in June 1945 by the 
then British and Yugoslav Commanders on the spot, General 
Morgan and General Jovanovi¢. To go a step further back, they 
are a legacy of the last days of the war, when, on 2 May 1945, the 
New Zealand 2nd Armoured Division entered Trieste and found 
Yugoslav troops in possession, and a Communist revolutionary 
movement which had been working underground for over a year 
in close touch with Marshal Tito’s revolutionary movement in 
Yugoslavia." Previous arrangements between Field-Marshal 
Alexander and Marshal Tito about administration in Trieste seem 
to have been imprecise, and it was only after lengthy negotiations 
that Generals Morgan and Jovanovi¢ reached agreement on a 
north-south demarcation line ending at Capodistria, south of 
Trieste, behind which Yugoslav troops were to withdraw. The 
area west of this line was divided into Zone A, including the 
city of Trieste to the north, under British—-U.S. administration, 
and Zone B to the south, under Yugoslav administration, with the 
so-called Morgan line marking the division. The Italo- Yugoslav 
frontier fixed by the Italian peace treaty some nineteen months 
later fell, as to its northern part, slightly to the west of this line; 
and the Free Territory was to run, on the coastal side, from Duino, 
north of Trieste, down to Citta Nuova to its south, thus including, 
and unwittingly perpetuating, the Morgan line division into Zones 
A and B. 

In the months following the ratification of the peace treaty, 


‘See “Trieste Diary’, in The World Today, October 1945. 
c 
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while the Powers sought vainly to reach agreement on a Governor, 
matters did not stand still, at any rate in Zone B. In the whole 
territory, it will be recalled, existing (i.e. Italian) laws and regula- 
tions were to remain valid until the appointment of a Governor, 
and in Zone A Major-General Airey, the British Commander of 
the zone responsible to the Security Council, interpreted the 
duties of Military Government as those of a caretaker administra- 
tion, maintaining existing legislation in force until specifically 
amended or superseded. In Zone B, however, various adminis- 
trative, legal, fiscal, and economic modifications were introduced, 
all tending towards making the zone uniform with Yugoslavia. As 
early as October 1945 a special currency, the ‘yugolira’, had been 
introduced, originally of similar value to the Italian lira but by 
October 1946 equal to twice its value. 

In view of this situation, the British, United States, and French 
Governments on 20 March 1948 issued a declaration proposing to 
the Governments of the U.S.S.R. and Italy the addition of a 
protocol to the peace treaty which should place the Free Territory 
of Trieste once more under Italian sovereignty. The declaration 
stated that this decision had been reached ‘because discussions in 
the Security Council have already shown that agreement on the 
selection of a Governor is impossible and because they have 
received abundant evidence to show that the Yugoslav zone has 
been completely transformed in character and has been virtually 
incorporated into Yugoslavia by procedures which do not respect 
the desire expressed by the Powers to give an independent and 
democratic status to the Territory’.* 

This declaration, made within a month of the Italian General 
Election of 18 April 1948, created a tremendous impression in 
Italy. Critics dismissed it as a piece of Western electoral propa- 
ganda, but it has been taken as the basis for official Italian policy 
ever since. Yugoslav and Russian reactions were equally emphatic. 
The Yugoslav Government, in a Note of 22 March 1948, ener- 
getically protested against the proposals, blaming the Western 
Governments for having ‘so acted as to prevent the conclusion of 2 
direct agreement between Italy and Yugoslavia on the question of 


1See Report of the Administration of the British|United States Zone of th 
Free Territory of Trieste, 15 September to 31 December 1947, by Major-General 
T. S. Airey (Report No. 1). These reports to the Security Council, quarterly 
till the end of 1949, then annual, are a most valuable source of information on 
the internal affairs of Zone A. 

2 U.S. Department of State Bulletin, 28 March 1948, p. 425. 
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Trieste’, and for failing to accept suggested nominees for the post 
of Governor. ‘The Soviet Government was equally uncompromis- 
ing in its rejection of the proposals on 13 April. 

Steps were taken during the following months towards facilitat- 
ing the continued administration of Zone A within the limits of the 
peace treaty. Agreements had already been concluded on g March 
and 10 April 1948 between A.M.G. and the Italian Government 
arranging for the supply to Zone A by Italy of currency, finance, 
and foreign exchange, and an A.M.G. Order of 25 June provided 
for increased responsibility of local administrative officials and 
their closer contact with A.M.G. Yugoslavia, in a lengthy Note of 
28 July 1948, protested to the Security Council against these 
moves, alleging that they constituted a violation of ‘he peace 
treaty, in effect making Zone A a part of the Italian Republic. 
These allegations were denied by the U.S. and British members 
of the Council, and on 19 August a Yugoslav resolution to annul 
the agreements was rejected. 

In the meantime an event had occurred which in some respects 
was to put a different complexion on the whole Trieste question: 
on 28 June 1948 Yugoslavia left the Cominform. This meant that 
she could no longer rely on tacit or overt Soviet support for her 
claims but must play a lone hand: while the Western Powers 
henceforth inevitably regarded Yugoslavia somewhat differently 
now that she was no longer under the orders of Moscow. As far 
as the U.S.S.R. was concerned, Yugoslavia’s secession made little 
apparent difference in the line already adopted, of adhering un- 
compromisingly to the letter of the peace treaty ; this line has more 
recently been linked with a refusal to consider a treaty for Austria 
unless in combination with a settlement of the Trieste question. 
Perhaps the greatest dilemma raised by Yugoslavia’s withdrawal 
from the Cominform was in the ranks of Italian and Triestine 
Communists, many of whom had had close ties of association with 
Yugoslavia dating from the period of joint partisan struggle. For 
the former no official doubts could of course be admitted: the 
Soviet line must be followed, and the Trieste question became 
merely another stick with which to beat the Italian Government for 
its failure, under Western influence, to reach agreement on setting 
up the Free Territory. At the same time Communists in Italy now 
vie with the most rabid Italian nationalists in regarding Yugo- 
slavia as Enemy No. 1. In Trieste itself, schism henceforth 
divided the local Communists, but both out-and-out Comin- 
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formists and Slav pro-Titoists at least unite in their hostility to 
A.M.G., the former supporting local ‘independence fronts’ in a 
demand for an autonomous Free Territory. 

With the prospect of an indefinite interim period of administra- 


tion, and with the provisions already mentioned for greater local | 


participation therein, it was decided to hold municipal elections 
for administrative councils in Zone A during 1949. These took 
place on 12 and 19 June, and showed a big majority for the pro- 
Italian parties, which was emphatically reaffirmed in the second 
round of administrative elections held in May this year. Local 
elections held in Zone B in April 1950 showed a very large 
majority for the pro-Yugoslav Italo-Slovene People’s Front. 


THE ECONOMIC SITUATION 


Zone A of the Free Territory, though in area less than half the 
size of Zone B, contains a much larger population (some 300,000, 
as against 73,500 in Zone B) and is of infinitely greater importance 
from the economic point of view, including as it does the port and 
industries of Trieste and its important shipyards. Trieste, 
formerly the main outlet to the sea for the Austro-Hungarian 
Empire, has inevitably undergone severe fluctuations during the 
past thirty years owing to the political and economic changes 
resulting from the two wars. After 1945 the port, suffering from 
war-time destruction and from the political changes in the hinter- 


land countries which had hitherto been responsible for most of its : 


traffic, was at a very low ebb, and the restrictions imposed on a 
caretaker government made it difficult to take active steps to 
remedy this situation; but during the first post-war years war- 
time damage was repaired and local industries were gradually 


revived with aid from Italian finance. After the inauguration 


of E.R.P., in which Zone A participated from October 1948, there 
was a considerable revival of commercial traffic, largely accounted 
for by E.R.P. supplies to Austria passing through Trieste, which 
in 1949 handled g2 per cent of Austria’s overseas imports and 
72 per cent of her exports. But by 1951 these percentages had 
fallen to 63 and 64 per cent respectively, and during 1952 with 


1 For an outline of these vicissitudes see “Trieste’s New Role in Europe’, in 
The World Today, November 1949. Detailed statistics are given in Trieste 
Traffic in the Light of Official Statistics, by Rodolfo Bernardi, published by the 
Trieste Chamber of Commerce and Industry and Magazzini Generali, 1946 
Later statistics are to be found in the Governor of Zone A’s Reports to the 
Security Council, already cited. 








imaicaeeneteneann rye My Shree A 


3 
> 


seer 


ee 


& 


Pere 


> 
5 








to 
la 


fa- 
Cal 
ns 
yok 
rO- 
nd 
cal 
rge 


the 


ter- 
its 
ma 
; to 
var- 
ally 
rion 
rere 
ited 
rich 
and 
had 
vith 


reste 
y the 
1940 
» the 








TRIESTE 435 


the end of Marshall Aid, coinciding with determined efforts on the 
part of Western Germany to direct Austrian transit trade to Ham- 
burg and Bremen, renewed anxiety has been felt as to the future 
of Trieste. ? 

Industrial recovery, facilitated by Marshall Aid and finance 
from Italy, went on apace during 1949, and by the end of 1950 
production had reached and even surpassed pre-war levels. A 
big shipbuilding programme adopted in 1948 was well under way, 
and new industries were also being started, with considerable 
investment of private capital. Here again, however, the end of 
Marshall Aid bears heavily on a tiny State with no resources of its 
own apart from its industries, dependent for their existence on raw 
material imports, and Trieste’s economy will inevitably have to 
rely more in future on Italian financial support. Zone A Budget 
deficits have for some time past been made up by the Italian 
Treasury. 


RECENT DEVELOPMENTS 


Humanly speaking it is well nigh impossible to live in a state of 
the extremest tension for seven years on end. Some degree of 
normality, even if spurious, reasserts itself, and for considerable 
periods during those seven years the Triestini, with their port’s 
increasing revival, have in fact contrived to carry on with their 
everyday existence without being unduly conscious of their pre- 
carious state. Visitors are struck by the normal appearance of the 
town, and the average citizen does not give the impression of 
living on the edge of a volcano, though older people may some- 
times speak nostalgically of the stable days of the past, under the 
Austro-Hungarian Empire. At the same time public opinion in 


_ Trieste is like a sensitive agent, ready to react immediately to any 
" outside stimulus. And these stimuli recur all too frequently. For 


the outside world the Free Territory is still a ‘problem’, and thus 
periodically the subject of high-level discussions whose reper- 
cussions inflame the local press. Nearer home, the port’s relative 
prosperity is known to be precarious, unemployment, already too 
high, may increase at any moment with fluctuating economic con- 
ditions, and the tenuous frontier line between Zones A and B is a 
source of continuous petty irritation. Currency difficulties 
constantly arise, recently passports have been required for transit 


‘See ‘Port Called Freedom’s Haven’, by Godfrey Lias, in Christian Science 
Monitor, 23 July 1952. 
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from Zone B to Zone A, sometimes the frontier has been closed 
altogether from the Yugoslav Zone side, and news trickles over of 
reported arrests or persecutions of Italian citizens in Zone B. 


Thus there is inflammable material ready for propaganda to play | 


upon. 

Though last year ended with some weeks of comparative calm 
on the Free Territory front, various earlier incidents had con- 
spired to keep the spark alive. On the high-level, outer-world 
plane, Signor De Gasperi had succeeded in obtaining from the 
British Government, during his visit to London with Count 
Sforza in March 1951, the reconfirmation of British adherence to 
the tripartite declaration of 20 March 1948 ‘with a view to settle- 
ment by conciliation’, the Italian Ministers for their part express- 
ing their desire to reach a friendly agreement with the Yugoslav 
Government on the subject.+ Later in the year the Italian Govern- 
ment raised the question of revision of certain clauses of the peace 
treaty which were held to have been superseded by events, and 
though it was specifically stated that these proposed revisions had 
nothing to do with the question of the Free Territory, discussion of 
them could not fail to take account of the fact that this problem 
still remained unsettled. At the same time Italy viewed with some 
alarm the increasing interest in Yugoslavia shown by the West, 
which she feared might portend a correspondingly greater 
sympathy with Yugoslav claims; while Yugoslavia’s position was 
strengthened through the assurance of military assistance, secured 
through her agreement with the United States of 14 November 
1951. In Zone A the increasing feeling of uncertainty, arising in 
part from local fears that A.M.G. might be more inclined than 
hitherto to favour the so-called ‘independentist’ solution of the 


problem (i.e. a perpetuation of the Free Territory, as against its [7 


return to Italy), led to polemics between the various political 
groups which in the late summer reached such a pitch that General 
Winterton, who in March had succeeded General Airey as 
Governor, ordered the postponement of the zone’s administrative 
elections till 1952. In Zone B anti-Italian demonstrations took 
place in July, followed by a series of discriminatory measures 
against Italian citizens there, especially in the spheres of education 
and religion. 

Thus though 1951 closed in an atmosphere of greater calm, and 
even with a renewal on both sides of the oft-expressed hope that 


1 Communiqué issued after the London Conference, 15 March 1951. 
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the Trieste question might yet be settled by direct negotiations 
between Italy and Yugoslavia, the inflammable material was still 
not far from the surface, and the events of 20-22 March 1952 
sufficed to set it alight. Without going into the rights and wrongs of 
this unfortunate episode, it will be enough here to recall that on 
this occasion, the fourth anniversary of the tripartite declaration, 
pro-Italian demonstrations against the delay in carrying out the 
declaration’s proposals led to clashes with the police in the course 
of which some thirty persons were injured. A twelve-hour strike 
of protest against the police action took place next day, the Mayor 
of Trieste proclaimed a policy of civil disobedience, and the Italian 
diplomatic representative in Trieste handed a Note of protest 
concerning the police action to General Winterton. Further 
rioting and anti-British demonstrations also took place. This 
episode, which must be viewed against the background of re- 
newed rumours of anti-Italian persecutions in Zone B (where 
Yugoslavia had recently also taken steps to restrict the circulation 
of the lira), brought into prominence the need to adjust at least 
the local administrative set-up in Trieste in order to bring it more 
into line with the spirit of the tripartite declaration. At the 
conference held in London during April and early May in which 
British, United States, and Italian representatives took part, it 
was therefore decided to arrange for increased Italian participa- 
tion in local administration, it being at the same time clearly 
stated that this arrangement should not prejudice the ultimate 
solution of the future of the Territory as a whole. The new arrange- 
ments included the appointment of Italian officials as Political 
Adviser to the Zone Commander and as Senior Director of 
Administration, and the replacement of some A.M.G. officials by 
[talians.* ‘These appointments came into effect on 1 September. 

[t was not to be expected that these new provisions would pro- 
duce no reaction from Yugoslavia. Towards-the end of February 
Marshal ‘Tito had made new proposals for a solution of the 
dispute, suggesting that the Territory should continue to exist 
in accordance with the peace treaty, but that this should come 
about as a result of direct agreement between Italy and Yugo- 
slavia, who would administer it jointly, with alternating Italian 
and Yugoslav Governors on a three-yearly basis. An alternative 
proposal was for a neutral Governor with Italian and Yugoslav 


‘Communiqué issued at the end of the London Conference, 9 May 1952. 
Cmd. 8544). 
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Deputy Governors who would have a power of veto. Both these 
suggestions were rejected by Signor De Gasperi. The Yugoslav 
Government now issued, on 15 May, a strong memorandum to the 


British and U.S. Governments rejecting the London agreement as | 


being contrary to the Italian peace treaty and a violation of 
Yugoslav rights. On the same day the Yugoslav Military Govern- 
ment in Zone B announced new measures radically modifying the 
administration of the zone and linking it more closely with 
Yugoslavia. Further measures announced at the end of July 
provided for the application in Zone B of various aspects of 
Yugoslav legislation, including the penal code, the statute on 
State and private concerns, and regulations on wages, finance, and 
trade. 


Thus the deadlock remains. The steps taken to facilitate the 
administration in Zone A—never regarded as more than a tem- 
porary palliative—have, as was not unexpected, produced a 
hardening of the position in Zone B. Marshal Tito needs only to 
reiterate his condominium proposals to produce a storm of protest 
from the more nationalistic and irresponsible sections of the 
Italian press, which his latest suggestion, made just before Mr 
Eden’s visit, that the whole problem should be shelved for the 
present, has done little to abate. Italian Government spokesmen, 
and in particular Signor De Gasperi himself, have shown caution 
and moderation in their references to the question. But Italian 
official proposals, based on the tripartite declaration but with 
modifications along ethnic lines, involving a partition of both 
zones (as was suggested by Count Sforza in 1950), seem unlikely 
to provide a satisfactory solution: a solution on purely ethnic lines 
was pondered at the time of the peace treaty, and abandoned be- 
cause of the difficulty of finding a feasible frontier in this region of 
scattered Slav and Italian minority pockets. For the same reason, 
the proposal of a plebiscite under international supervision, lately 
put forward by some Italian Socialists, seems no more likely to 
succeed. 

It remains to be seen if arguments of a wider character may suc- 
ceed where attempts at adjustment based on more local considera- 
tions have so far failed. Italy, as Signor De Gasperi has recently 
pointed out, is working with the other Powers of the North 
Atlantic Alliance to protect the freedom of all democratic peoples 
‘as well as of Yugoslavia’. Yugoslavia, though not within the 
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Alliance, has many interests in common with it, and is aiming at 
closer co-operation in the Mediterranean sphere with two of its 
latest members, Greece and Turkey. Within this framework Mr 
Eden’s visit to Belgrade, which was immediately preceded by 
conversations between him and Signor De Gasperi in the ‘Euro- 
pean’ atmosphere of Strasbourg, may well prove a landmark in 
this unhappy story. 
M. K. G. 


The Experts’ Financial Report to the 
O.E.E.C. 


On 29 March 1952 the Council of the O.E.E.C., being concerned 
on account of the deterioration in the financial stability of certain 
member countries since the beginning of 1951, and of the set-back 
to the liberalization of trade and to the smooth working of the 
European Payments Union, appointed a group of independent 
experts to examine the internal financial situation of member and 
associated countries. The experts were Messrs Bresciani-Turroni, 
E. R. Lindahl, A. W. Marget, M. Masoin, L. C. Robbins, J. 
Rueff, and E. Schneider. Their Report was presented on 18 June 
and considered by the Council on 25 July, and has recently been 
published. * 

The terms of reference of the experts directed them to examine 
‘internal’ financial situations, but they understood from the con- 
text that their investigation was ‘to be conducted mainly with a 
view to the effects of internal policies on external economic 
relations’ (para. 5). 

At the outset they cite ‘the classic case of disequilibrium caused 
by inflation’, that is to say, ‘any country can get into serious 
external difficulties by a policy of excessive financial expansion’ 
(para. 7). When spending exceeds output an excess of imports is 
likely to be attracted. On the other hand there may be ‘changes in 
the conditions of trade which are more than transitory’, for 
example, when ‘for some reason or other, important sources of 
external earnings are restricted. If, in such circumstances, there 


‘The Internal Financial Situation in Member and Associated Countries: Report 
by a Group of independent Experts (Paris, O.E.E.C., 1952). 
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are not appropriate adjustments of internal finance, the effect on 
the balance of payments may be similar to that produced by 
internal inflation’ (para. 8). 

We are not to infer, however, that ‘appropriate adjustments of 
internal finance’ will invariably be the right remedy. If ‘a severe 
positive contraction of money incomes or employment’ were in- 
volved, the experts would not recommend it. ‘We should hold’, 
they say, ‘that a fundamental disequilibrium had developed, in the 
sense of the statutes of the International Monetary Fund, and that 
some alteration of rates of exchange was appropriate’ (para. g). At 
the same time ‘there often occur cases where measures of internal 
finance can be effective in restoring equilibrium, without resorting 
either to alterations of rates of exchange or severe internal con- 
traction’. 

A chapter on ‘the General Position of Member States since 
1949’ opens with the statement that ‘to assess the present position, 
it is not necessary, for our purposes, to go back in any detail before 
1949, when devaluation ‘gave, so to speak, a new start’. In the 
absence of a contraction in the United States, ‘it was possible to 
hope that the dollar gap might tend to be closed’, at any rate for 
countries which did not indulge in a monetary expansion (para. 12). 

The dislocations caused by the Korean war, rearmament, and 
stockpiling did, no doubt, contribute to disappoint this hope. But 
have not the experts assumed too easily that devaluation was a 
suitable starting point? A table (Annex V) shows for each country 
an index of the change in its wage-level (in terms of dollars) relative 
to the wage-level in the United States. The change in some 
instances is certainly far greater than could be justified by any 
previous discrepancy of costs that there may have been. For the 
United Kingdom the index fell from 141 in the first half of 1949 
to 100 in the first four months of 1952. For the Netherlands and 
Denmark the fall was little less, for Norway and Sweden it still 
exceeded one-fifth, 

Chapter III of the Report is devoted to a more detailed analysis 
of the financial situation and policies in four selected countries: 
the United States, France, the United Kingdom, and Belgium. In 
the United States the experts commend the agreement of last year 
between the Federal Reserve Board and the Treasury, which was 
calculated to ‘reduce to a minimum the monetization of the public 
debt’ through the open market purchases of the Federal Reserve 
Ranks. Undoubtedly the purchases had had an inflationary effect. 
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Not only did they create additional cash reserves for the member 
banks but they also enabled industrial concerns holding accumu- 
lated surpluses in the form of securities to sell them without risk 
of capital loss whenever they saw fit to incur capital expenditure. 

The suppression of this source of inflation has had a salutary 
effect. But the experts surely overstate the case when they say that 
‘the re-establishment of monetary control which it implies is a 
strong guarantee against renewed inflation’ (para. 31). When they 
say that ‘there should be no real danger of decline in the United 
States economy’ (para. 33), what they really mean is that effective 
measures will not be taken to counteract the inflationary tendencies 
resulting from swollen Federal expenditures and other causes. The 
‘cheap money’ policy, in the sense of a low short-term rate of 
interest, has not been materially modified, and, so long as that is so, 
the minor devices and palliatives which the Federal Reserve 
Board is accustomed to apply will not have any decisive effect. The 
experts accept fatalistically the monetary instability prevailing in 
the United States, and assume that other countries must accom- 
pany the American monetary system in its bouts of inflation, with 
the prospect of treating a bout of deflation, should it occur, as a 
‘fundamental disequilibrium’. 

Turning to the position of France, the experts record that 
‘there can be no doubt that since 1950 there has been inflation in 
France’ (para. 35), an inflation which has outstripped that which 
has been in progress in the U.S.A. (para. 36). The index number 
(Annex V) shows that the rise in the French wage-level in terms of 
dollars since 1949 has outstripped by 1o per cent the rise in the 
American wage-level, so that France has lost more than all the 
competitive advantage hoped for from devaluation. The French 
devaluation of September 1949 came hard on the heels of a prev- 
ious big devaluation (January 1948), and in the interval there had 
been a control which successfully enforced a standstill of wages. It 
is possible that the rise of wages which has occurred since 1949 
has been no more than an adjustment to the devalued rate of 
exchange. The increase in the adverse balance in 1951 may have 
been the result not of inflation but of the liberalization policy 
which admitted additional imports from the other members of 
O.E.E.C. Undoubtedly the heavy capital expenditure and defence 
expenditure included in the Budget might be expected to cause 
inflation and to attract an excess of imports, but that does not 
necessarily mean that either the wage level or the price level, when 
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translated into dollars at the existing rate of exchange, is excessive. 

The experts recognize the sensitiveness of French psychology 
to any threat of inflation, and they attribute ‘the extraordinary 
change which has taken place in the psychological atmosphere’ to 
‘the way in which the problem of the Budget has been handled’ 
(para. 46). But there is still ‘a tendency in France for aggregate 
demand for goods and services to outrun supply, for public and 
private expenditure to add up to more than the value of the 
national product at constant prices’. The psychological improve- 
ment seems to be largely attributable to M. Pinay’s efforts to bring 
about a fall of prices. At the time when he took office, the con- 
ditions in world markets favoured a fall.1 But since then there 
have been signs of a return to the system of controls to keep prices 
down. It may be that France, after suffering so severely since the 
war from active inflation, is now to become acquainted with the 
more insidious troubles of suppressed inflation. 

It is remarkable that the experts, when they come to consider 
the case of the United Kingdom, have nothing to say about the 
special problems of suppressed inflation, the policy of staving off 
an active inflation by keeping down prices and wages. That has 
been the policy of the United Kingdom ever since the war. The 
superfluity of money created during the war has constituted a 
latent demand at home, in excess of incomes and therefore in 
excess of output. And since devaluation the reduced dollar prices 
of British exports have caused an intensified demand for them 
abroad. The experts say that ‘there was no final curb on the 
extension of the credit base, and that the structure of short rates 
of interest bore no sort of relationship to the menacing nature 
of the real influences operating in the economy’ (para. 58). They 
take these menacing ‘real’ influences for granted. They specify 
more particularly ‘the pressure of aggregate demand’, which 
‘even when not resulting in positive inflation, has been persistently 
such as to diminish the adaptability of the economy’ (para. 57). Of 
course it is true that there was a pressure of demand, to overtake 
the vast war-time arrears of civilian expenditure, both on upkeep 
and renewals and on restocking by traders and consumers. But the 
mere desire to spend does not engender effective demand; to do so 
it must be accompanied by money. The laxity of credit policy was 
inflationary because it offered too liberal facilities to the would- 


‘See ‘France’s Financial Problems: The Pinay Experiment,’ in The World To- 
day, June 1952, pp. 229-30. 
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be spenders to procure money, but the special danger in Great 
Britain was that an excessive supply of money already existed. The 
experts rightly commend the change in monetary policy initiated 
in November 1951 after the change of Government, and they look 
to it for ‘a fundamental change of climate in the market for credit, 
which cumulatively should have a powerful disinflationary effect 
throughout the economy’ (para. 63). Among the measures taken, 
they mention that ‘a large block of floating debt has been partially 
funded’. They are referring to the issue of a series of one-, two-, 
and three-year bonds aggregating £1,000 million. That would have 
brought about a highly desirable reduction in the quantity of 
money had the bonds been such as investors could be expected to 
take. But bonds of such short maturity found practically no buyers 
outside the banks. All that was accomplished was a change in the 
character of the securities held by the banks and other holders of 
Treasury bills. ‘The redundant money remains undiminished. 

The experts seem to leave altogether out of account the re- 
inforcement of the inflationary tendency by devaluation. Devalua- 
tion made British exports suddenly cheap in terms of foreign 
money units. The pressure of demand on British industry was 
intensified. The experts ‘view with concern the tendency to an 
inflation of costs via a rising wage level, unaccompanied by 
adequate rises in productivity’ (para. 62). If the restraint in 
collective bargaining, which has been shown by the trade unions, 
were to break, ‘the prospects would be serious, and the effect of 
much which has been done to re-establish equilibrium would be 
nullified’. They are assuming that the summary reduction of costs 
in terms of dollars by 30 per cent in 1949 was no more than was 
required for ‘equilibrium’. The devaluation, it is true, was inspired 
by the belief that the costs of British export industries were exces- 
sive. But, even if costs were excessive (and no evidence to that 
effect has ever been produced then or since), the extent of the 
devaluation was definitely stated at the time to be more than was 
needed to offset any excess costs. The effect of a rise in the wage 
level, up to a point, would be towards equilibrium, not away from 
it. Before the increase in costs could have any seriously adverse 
effect on the volume of exports, it would have counteracted the 
present disastrous tendency to sell exports too cheap. 

It is possible that the more restrictive monetary policy adopted 
by the present Government may eventually so far reduce the 
excess demand at home that the over-employment and delays in 
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delivery from which the export industries are suffering would 
cease, and so favourable a balance of payments be established that 
the case for reversing the devaluation of 1949 would come to be 
universally recognized. Up-valuation of the pound would be an 
alternative to a rise of wages as a method of correcting the under- 
valuation of exports. 

Of Belgium the experts say: ‘Unlike the position of France and 
the United Kingdom, the position of Belgium shows no sign of 
financial stress’ (para. 67). And they direct their investigations 
to the question whether the extent of unemployment implies that 
‘Belgian policy has not been sufficiently expansionist’ (para. 71). 
They give (Annex IV) an analysis of unemployment, which was 
supplied by representatives of the Belgian Government, and which 
they accept as showing that the ‘published figures convey an ex- 
aggerated idea of the relevant orders of magnitude’ (para. 72). A 
subdivision of the number of unemployed, which has risen from 
94,000 in May 1948 to 236,000 in May 1952, into Frictional, 
Seasonal, Residual, Structural, Cyclical, Partial, and Accidental 
does not help towards explaining away the increase from 3} per 
cent to 9$ per cent of the 2,500,000 wage-earners. Is such to be the 
fate of any country which follows a monetary policy of ‘excessive 
prudence’? (para. 67). 

Belgium was the first country to deal with the redundant money 
created during the war by a thorough monetary reform. Immedi- 
ately after liberation in 1944 measures were taken to extinguish 
some 40 per cent of the total paper currency and bank deposits. 
Ever since then Belgium has had the advantage of being in 
effective command of her monetary affairs. That has not meant 
monetary stability, but keeping pace with inflation in the United 
States and the rest of the world. What then were the causes of the 
increase in Belgian unemployment? It started concurrently with 
the set-back suffered by American business in 1949. The devalua- 
tion resorted to by Belgium in that year was relatively moderate, 
the dollar value of the franc being reduced by one-eighth. An im- 
provement in employment followed in 1950. But in 1951 there 
occurred the suspension of the intra-European liberalization 
measures, first in Germany, and then in Great Britain and France, 
and at the same time wages in Belgium were rising a little more 
than in the United States, Great Britain, and some other countries. 
The number of unemployed rose from 182,000 in May 1951 to 
236,000 in May 1952. It is possible that the decline in activity 
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might have been counteracted by a monetary expansion. But there 
was ‘the prospect of a growing deficit owing to the expansion of 
rearmament expenditure’ (para. 70). And, it may be suggested, 
any monetary laxity might have accelerated the rise of wages. 

The experts pass to a chapter on Inferences for General Policy. 
‘Outside the sphere of direct controls,’ they proceed, ‘the methods 
whereby States can control the level of aggregate expenditure are 
two: fiscal and monetary’ (para. 76). Direct controls (e.g. exchange 
controls and quantitative restrictions of imports) they do not favour, 
and they ‘welcome the greater reliance Governments are now 
placing on monetary and fiscal policy, to control the internal and 
external financial stability of their countries’. 

By fiscal policy is meant the resort to the inflationary effects of a 
Budget deficit or to the deflationary effects of a Budget surplus to 
influence the flow of money. While endorsing this procedure, the 
experts express their opinion ‘that the experience of the last few 
years shows conclusively that to attempt overall control exclusively 
through an apparatus which can only be altered at yearly intervals 
(or in great emergencies) is to run too great a risk’ (para. 79). ‘It 
is indispensable for safety,’ they continue, ‘that there should be 
other, more quickly adjustable, instruments of policy. In any 
attempt at economic stabilization one of the most important 
things is to be able to check small disturbances before the dis- 
equilibrium has become serious’ (para. 80). 

Prompt action is characteristic of what the experts call ‘the 
monetary instrument’. Money is generated by banks, and the 
banks can be given the lead at a moment’s notice by the central 
bank, either to expand money by encouraging borrowers or to 
contract it by discouraging them. Bank rate, which can be altered 
at any time, sets the standard for the rate of interest charged on 
bank advances. And in any country where the commercial banks 
are in close touch with the central bank and with one another an 
alteration in the rate can be reinforced by concerted action in 
restricting or facilitating advances. 

Among various detailed recommendations the experts especially 
urge the desirability of restoring the free convertibility of cur- 
rencies into one another. It must be a general convertibility. 
Systems of regional convertibility ‘are inherently unstable’ 
(para. 85). 

When the Report came before the Council of the O.E.E.C. on 
25 July, the Council recommended that the Governments of mem- 
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ber and associated countries should send their comments to the 
Organization by the end of September 1952, together with any 
information they could give as to measures they were taking or 
proposing to take to strengthen their internal financial positions, 

There has recently been a very welcome tendency towards a 
revival of the classic methods of monetary policy, and it is to be 
hoped the experts’ endorsement will give support to this tendency, 

R. G. H. 
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